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'HSDUWPHQWRI&RPPXQLFDWLRQ6WXGLHV
8QLYHUVLW\RI.DQVDV
%DLOH\+DOO5RRP
-D\KDZN%OYG
/DZUHQFH.6
ELPDQROH#NXHGX
$%675$&7,IORJLFDORQHGRHVQRWFRPSHODGKHUHQFHWRDWKHVLVPXVWZHFRQFOXGHWKDWWKHDXGLHQFHLVLUUDWLRQDO
DWZRUVWRUZHDNDWEHVW",VXEPLWWKDWDQRUPDWLYHSUDJPDWLFSHUVSHFWLYHKHOSVWRH[SODLQFDVHVRIDUJXPHQWDWLRQ
ZKHUH ORJLFDO RU LQWHOOHFWXDO IRUFLEOHQHVV DORQH LV QRW VXIILFLHQW IRU SUHVVXULQJ DGGUHVVHHV WR EHOLHYH FRQVLGHU RU
GRVRPHWKLQJ,DUJXH WKDWDQRUPDWLYHSUDJPDWLFSHUVSHFWLYHH[SODLQVZK\DUJXPHQWDWLRQIRUHJURXQGLQJRQO\
ORJLFDOIRUPVPD\LQVRPHFDVHVUHDVRQDEO\EHH[SHFWHGWRODFNIRUFLEOHQHVVDQGLQGRLQJVRWKDWDQRUPDWLYH
SUDJPDWLF SHUVSHFWLYH RIIHUV D PRUH FRPSOHWH DFFRXQW RI QRUPV RI IRUFLEOHQHVV WKDQ D ORJLFDO SHUVSHFWLYH 7R
VXSSRUWWKHVHFODLPV,ILUVWRYHUYLHZDQRUPDWLYHSUDJPDWLFDFFRXQWRIIRUFLEOHQHVVDQGWKHQDQDO\]HDQGHYDOXDWH
SUDJPDWLF IRUFLEOHQHVV LQ$QQD+RZDUG6KDZ
V µ7KH)XQGDPHQWDO3ULQFLSOHRI D5HSXEOLF¶ , IRFXVRQKXPRUDV
D VWUDWHJ\DQGDVFRPSULVHGRI VWUDWHJLHV WKDWFUHDWH UHDVRQV IRUDWWHQGLQJ WRKHUDUJXPHQWDWLRQDQGEHOLHYLQJKHU
WKHVLV
.(<:25'6QRUPDWLYHSUDJPDWLFVIRUFHKXPRUUKHWRULFDOVWUDWHJLHV$QQD+RZDUG6KDZ
,1752'8&7,21
)RUFLEOHDUJXPHQWDWLRQSUHVVXUHVRUFRPSHOVDGGUHVVHHVWRDGKHUHWRDWKHVLVUHFRJQL]HSUHPLVH
DGHTXDF\ DFFHSW D EXUGHQ RI SURRI DQG VR RQ )RUFLEOHQHVV LV LQ SDUW ORJLFDO RU LQWHOOHFWXDO
:KHQ ZH QRWH WKDW D SDUDOOHO FDVH LV VWURQJ EHFDXVH WKH FDVHV FRPSDUHG DUH VXIILFLHQWO\
VLPLODU RU WKDW D FDXVDO JHQHUDOL]DWLRQ LV VWURQJ EHFDXVH WKHUH LV D JRRG H[SODQDWLRQ IRUZK\
RQH HYHQW FDXVHG DQRWKHU ZH DUH UHPDUNLQJ RQ LQWHOOHFWXDO IRUFLEOHQHVV $UJXPHQWDWLRQ WKDW
PHHWV VWDQGDUGV RI EDVLF FULWLFDO TXHVWLRQLQJ LQWHOOHFWXDOO\ SUHVVXUHV XV WR DGKHUH WR WKH WKHVLV
LW LV GHVLJQHG WR VXSSRUW WR GRRWKHUZLVHZRXOG VHHP LOORJLFDO7KLV NLQGRI SUHVVXUHPD\EH
XQGHUVWRRG DV LQGHSHQGHQW IURP DXGLHQFH DQG FRQWH[W %XW EHFDXVH DUJXPHQWDWLRQ LQYROYHV
DXGLHQFHVDQGFRQWH[WVLWPD\QRWEHWKHRQO\UHOHYDQWGLPHQVLRQRIIRUFLEOHQHVV
&RQVLGHUIRUH[DPSOHWKHNLQGRIVLWXDWLRQGHVFULEHGE\5LFKDUG:KDWHO\LQ(OHPHQWVRI
5KHWRULF+H VNHWFKHV D FDVH LQ ZKLFK µWKH YHU\ WULXPSKDQW IRUFH RI WKH UHDVRQLQJ DGGXFHG
VHUYHV WR KDUGHQ >VRPH SHRSOH@ DJDLQVW DGPLWWLQJ WKH FRQFOXVLRQ¶  S :H DUH
DFFXVWRPHGWRFULWLFL]HDUJXPHQWDWLRQLQZKLFKWKHUHDVRQLQJLVZHDNEXWKHUH:KDWHO\VXJJHVWV
WKDWWKHUHDUHFDVHVZKHUHWKHUHDVRQLQJLVWRRVWURQJ±ZKHUHWKHLQWHOOHFWXDOIRUFLEOHQHVVRIWKH
DUJXPHQWDWLRQUHSHOVDGKHUHQFHWRDWKHVLV
2QH H[SODQDWLRQ RI WKLV NLQG RI FDVH LV WKH DXGLHQFH
V UHVSRQVH LV LUUDWLRQDO 7KHUH LV
QRWKLQJ LQ :KDWHO\
V DFFRXQW WR VXJJHVW WKDW WKH SUHPLVHV DUH XQDFFHSWDEOH LQVXIILFLHQW
LUUHOHYDQWIDOVHRUWKDWWKHDXGLHQFHGRHVQRWDFNQRZOHGJHWKHDGPLVVLELOLW\DQGDSSOLFDELOLW\RI
WKHDUJXPHQWVFKHPHVXVHG$V:KDWHO\SXWV LW WKH µWUXWKV¶KDYHRQO\EHHQµFOHDUO\H[SODLQHG
DQGSURYHG>DQG@DSSHDUSHUIHFWO\HYLGHQWHYHQWRDFKLOG¶S,IZHVLPSO\H[SODLQ
WKHDXGLHQFH
VUHVSRQVHDVLUUDWLRQDOWKHFDVHGRHVQRWFKDOOHQJHDWKHRU\RIDUJXPHQWDWLRQWKDW
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DVVXPHVWKDWWKHPRUHLQWHOOHFWXDOO\IRUFLEOHWKHUHDVRQLQJWKHEHWWHUWKHDUJXPHQWDWLRQ
$QRWKHU H[SODQDWLRQ LV WKH DXGLHQFH LV UDWLRQDO WR VRPH GHJUHH EXW FDQQRW IROORZ D
ORJLFDO DUJXPHQW LVZHDN YDLQ SUHMXGLFHG ,QKLV5KHWRULF$ULVWRWOHRFFDVLRQDOO\RIIHUV WKHVH
NLQGVRIH[SODQDWLRQVIRUZK\ZHRXJKWWRXVHHQWK\PHPHVUDWKHUWKDQDORQJFKDLQRIUHDVRQLQJ
D LQWURGXFH RXU VSHHFK ZLWK D MRNH E RU SD\ DWWHQWLRQ WR GHOLYHU\
D )URP WKLV SHUVSHFWLYH WKH FDVH PD\ EH RI PDUJLQDO LQWHUHVW WR DUJXPHQWDWLRQ
WKHRULVWV ,WPD\EHSRVVLEOH WR LGHQWLI\ VWUDWHJLHVRXWVLGHRI WKH DUJXPHQWDWLRQSURSHUXVHG WR
FRQFLOLDWHWKHDXGLHQFHIRUH[DPSOHEXWWKLVNLQGRILQTXLU\ZRXOGVHHPWRIRFXVPRUHRQKRZ
WRPDNHDUJXPHQWDWLRQHIIHFWLYHHYHQZLWKDZHDNDXGLHQFHWKDQRQZKHWKHUWKHDUJXPHQWDWLRQ
LVJRRGIRUDUHDVRQDEOHDXGLHQFH
$ WKLUG H[SODQDWLRQ LV WKH UHDVRQV FUHDWHG E\ WKH DUJXPHQWDWLRQ±DV RSSRVHG WR WKH
UHDVRQV SURYLGHG LQ WKH DUJXPHQWDWLRQ±DUH QRW VXIILFLHQWO\ FRPSHOOLQJ )URP WKLV SHUVSHFWLYH
WKH FDVHSRVHV DQ LQWHUHVWLQJTXHVWLRQ IRU DUJXPHQWDWLRQ WKHRU\ZK\PD\ VXFK DUJXPHQWDWLRQ
UHDVRQDEO\ EH H[SHFWHG WR ODFN IRUFH IRU DQ DXGLHQFH" :KDW QRUPV RI IRUFLEOHQHVV EHVLGHV
LQWHOOHFWXDOH[LVW"
, VXEPLW WKDW QRUPV RI IRUFLEOHQHVV DUH EHVW WKHRUL]HG IURP D QRUPDWLYH SUDJPDWLF
SHUVSHFWLYH±WKDWLQWHOOHFWXDOIRUFHVDUHQRWVXIILFLHQWIRUH[SODLQLQJKRZDUJXPHQWDWLRQSUHVVXUHV
XVWREHOLHYHFRQVLGHURUGRVRPHWKLQJ,DUJXHWKDWDQRUPDWLYHSUDJPDWLFDFFRXQWRIIRUFH
H[SODLQVZK\WKHNLQGRIDUJXPHQWDWLRQGHVFULEHGE\:KDWHO\PD\LQVRPHFDVHVUHDVRQDEO\EH
H[SHFWHGWRODFNIRUFLEOHQHVVDQGLQGRLQJVRWKDWDQRUPDWLYHSUDJPDWLFSHUVSHFWLYHRIIHUV
DPRUHFRPSOHWHDFFRXQWRI IRUFLEOHQHVV WKDQD ORJLFDOSHUVSHFWLYH7RVXSSRUW WKHVHFODLPV ,
ILUVW RYHUYLHZ D QRUPDWLYH SUDJPDWLF DFFRXQW RI IRUFLEOHQHVV DQG WKHQ DQDO\]H DQG HYDOXDWH
DUJXPHQWDWLYHIRUFLEOHQHVVLQ$QQD+RZDUG6KDZ
Vµ7KH)XQGDPHQWDO3ULQFLSOHRID5HSXEOLF¶
IURPWKLVSHUVSHFWLYH,IRFXVRQKXPRUDVERWKDVWUDWHJ\DQGFRPSULVHGRIVWUDWHJLHVWKDWFUHDWH
UHDVRQVIRUDWWHQGLQJWRKHUDUJXPHQWDWLRQDQGEHOLHYLQJKHUWKHVLV
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$OWKRXJK WKH SUDJPDGLDOHFWLFLDQV ILUVW GHVFULEHG DUJXPHQWDWLRQ WKHRU\ DV D EUDQFK
RI µQRUPDWLYHSUDJPDWLFV¶±DVDQDWWHPSW WRPHUJH LGHDOVRIDUJXPHQWDWLRQZLWKDFWXDOSUDFWLFH
VHHYDQ(HPHUHQSDQGSYDQ(HPHUHQ*URRWHQGRUVW-DFNVRQDQG-DFREV
FKYDQ(HPHUHQDQG*URRWHQGRUVWFKKHUH,XVHµQRUPDWLYHSUDJPDWLFV¶WR
UHIHUWRWKHUHFHQWZRUNRIVHYHUDOVFKRODUVVWXG\LQJDUJXPHQWDWLRQIURPDUKHWRULFDOSHUVSHFWLYH
$QRUPDWLYHSUDJPDWLFDSSURDFKWRIRUFLEOHQHVVLQYROYHVIRXUPDLQDVVXPSWLRQV0DQROHVFXLQ
SUHVV
)LUVWWKHIRUFHRIDUJXPHQWDWLRQLVGHULYHGIURPGLVFRXUVHVWUDWHJLHV±IURPZKDWDUJXHUV
DFWXDOO\GR'LVFRXUVHVWUDWHJLHVWKDWPD\VHUYHDVVRXUFHVRIIRUFHLQFOXGHWDNLQJLQWRDFFRXQW
WKH DXGLHQFH
V LQWHUHVWV DQGKROGLQJSHRSOH DFFRXQWDEOH IRU WKHLU GHFLVLRQV2WKHU WKLQJVEHLQJ
HTXDO DUJXPHQWDWLRQ WKDW WDNHV LQWR DFFRXQW WKH DGGUHVVHHV
 LQWHUHVWV SUHVVXUHV WKHP WR DW
OHDVWDWWHQG WR WKHDUJXPHQWDWLRQ WRGRRWKHUZLVH VHHPVXQUHDVRQDEOH .DXIIHOG
$UJXPHQWDWLRQ WKDW UHPLQGV OLVWHQHUV WKDW WKH\ ZLOO EH KHOG DFFRXQWDEOH IRU WKHLU GHFLVLRQV
SUHVVXUHVWKHPWRPDNHDQLVVXHRIVRPHWKLQJ*RRGZLQLIWKH\GRQRWPDNHLWDQLVVXH
WKHQ WKH\PD\ EH VXEMHFW WR FULWLFLVP LQ WKH IXWXUH IRU WKHLU VKRUWVLJKWHGQHVV$UJXPHQWDWLRQ
WKDWVKRZVOLVWHQHUVWKDWDVSHDNHUGHVHUYHVUHVSHFWSUHVVXUHVWKHPWRDFFHSWDFRQFOXVLRQEDVHG
VLPSO\RQWKHVSHDNHU
VVD\VR*RRGZLQWRGRRWKHUZLVHPD\VXEMHFWWKHPWRFULWLFLVP
IRUQRWJLYLQJWKHVSHDNHUKHUMXVWGHVHUWV$WWHQWLRQWRGLVFRXUVHVWUDWHJLHVIRFXVHVUHVHDUFKHUV
%(7+,112&(17,0$12/(6&8
RQ KRZ DUJXPHQWDWLRQ LV DFWXDOO\ SUDFWLFHG DQG WKH JRRGV LQWHUQDO WR LW *HQHUDWLQJ FULWHULD
IURPRXWVLGH LWV DFWXDO SUDFWLFH LV GLIILFXOW LQ SDUW EHFDXVH DUJXPHQWDWLRQPD\ KDYH D QXPEHU
RI IXQFWLRQV ,WPD\ EH SRVVLEOH WR JHQHUDWH FULWHULD IRU RQH NLQG RI IXQFWLRQ±OLNH UHVROYLQJ D
GLVDJUHHPHQWWKURXJKDFULWLFDOGLVFXVVLRQ±EXWWKHVHFULWHULDPD\EHOHVVXVHIXOLQDQDO\]LQJDQG
DVVHVVLQJDUJXPHQWDWLRQGHVLJQHGWRVHUYHRWKHUIXQFWLRQV
6HFRQG WKHVHVWUDWHJLHVRUGHVLJQIHDWXUHVFUHDWHUHDVRQV$ERUGHUDURXQGDQHGLWRULDO
IRUH[DPSOHLVQRWDUHDVRQJLYHQLQWKHGLVFRXUVHEXWPD\FUHDWHDUHDVRQRUPDQLIHVWUDWLRQDOH
IRUSHUVXDVLRQ-DFREVVHHDOVR/HIILWPD\VHUYHDVDVLJQWKDWWKHDUJXPHQWDWLRQ
RXJKW WREHWDNHQVHULRXVO\RUQRW7KHDLPLV WR LGHQWLI\VWUDWHJLHV WKDWDUHXVHIXOO\YLHZHGDV
DUJXPHQWDWLRQ±DVUHDVRQJLYLQJ,WLVSRVVLEOHWRGLVPLVVWKHVHVWUDWHJLHVDVRXWVLGHWKHVFRSHRI
DUJXPHQWSURSHUEXW WKHQZHGRQRWDFFRXQW IRU WKHDFWXDOSUDFWLFHRIDUJXPHQWDWLRQ ,I WKHVH
VWUDWHJLHV DUH QRW YLHZHG DV FUHDWLQJ UHDVRQV EXW LQVWHDG DV JHQHUDO SHUVXDVLYH VWUDWHJLHV WKHQ
ZHPD\PRYH RXWVLGH WKH VWXG\ RI DUJXPHQWDWLRQ VSHFLILFDOO\ DQG WR WKH VWXG\ RI SHUVXDVLYH
GLVFRXUVHPRUHJHQHUDOO\
7KLUG VLQFH WKH VWUDWHJLHV FUHDWH UHDVRQV WKH IRUFLEOHQHVV RI DUJXPHQWDWLRQ LV QRW
FRPSXOVLRQ 3DUWLFLSDQWV LQ DUJXPHQWDWLRQ DUH IUHH WR FKRRVH WR HYDGH WKH DUJXPHQWDWLRQ±WR
DYRLG RU DFFHSW WKH FRQVHTXHQFHV RI QRW DGKHULQJ WR D WKHVLV UHFRJQL]LQJ WKH DGHTXDF\ RI D
SUHPLVHGLVFKDUJLQJDEXUGHQRISURRIDQGVRRQVHHDOVR*RRGZLQ$UJXPHQWDWLRQ
FDQQRW EH FRPSXOVLRQ EHFDXVH WKH SUDFWLFH RI DUJXPHQWDWLRQ GHSHQGV RQ UHDVRQDELOLW\ DQG
LQGLYLGXDO DXWRQRP\ ,IZH GHVFULEH LQGXFHPHQWV FUHDWHG E\ GLVFRXUVH VWUDWHJLHV DV FDUURWV RU
VWLFNV*RRGZLQSWKHQLWLVDSSDUHQWWKDWDXGLHQFHVPD\VWULYHIRUVRPHWKLQJPRUH
DSSHDOLQJWKDQWKHFDUURWRUEHZLOOLQJWRSXWXSZLWKWKHVWLFN
)RXUWK WKH IRUFLEOHQHVV RI DUJXPHQWDWLRQ LV HYDOXDWHG EDVHG RQ LWV UHDVRQDELOLW\ XQGHU
WKHFLUFXPVWDQFHV,WPD\EHWHPSWLQJWRHTXDWHIRUFLEOHQHVVZLWKHIIHFWLYHQHVVDUJXPHQWDWLRQ
WKDW LQ IDFWSHUVXDGHVPXVWEH IRUFLEOH$QRUPDWLYHSUDJPDWLFSHUVSHFWLYHKRZHYHU LQYROYHV
HYDOXDWLQJ QRUPV RI IRUFLEOHQHVV±QRW HIIHFWLYH SHUVXDVLRQ±LQ SDUW EHFDXVH HIIHFWLYHQHVV
GHSHQGVRQ IDFWRUVH[WHUQDO WR WKHSUDFWLFHRIDUJXPHQWDWLRQ3DUWLFLSDQWV LQDUJXPHQWDWLRQDUH
DXWRQRPRXVDJHQWVZKRKDYHYDU\LQJOHYHOVRIVNLOOLQHYDGLQJIRUFHVRIWROHUDQFHLQDFFHSWLQJ
QHJDWLYHFRQVHTXHQFHVDQGRIUHVWUDLQWLQSXUVXLQJSRVLWLYHFRQVHTXHQFHV)RUFLEOHQHVVGHULYHV
IURPUHDVRQVFUHDWHGE\GLVFRXUVHVWUDWHJLHVDQGWKHUHDVRQVFRPSHOWRYDU\LQJGHJUHHVEHFDXVH
WKH\ LQYRNH QRUPV DERXW KRZ DUJXHUV RXJKW WR DFW 7KH FRQFHSW RI UHDVRQ LV JUDGXDO DQG D
SURGXFWRI VLWXDWHGKXPDQ MXGJPHQW YDQ(HPHUHQYDQ(HPHUHQDQG*URRWHQGRUVW
  EHFDXVH ZKDW FRXQWV DV JRRG DUJXPHQWDWLRQ PXVW EH FRQWLQXRXVO\ GHYHORSHG
PDLQWDLQHGDQGUHGHYHORSHGLQWKHSUDFWLFHRIDUJXPHQWDWLRQLWVHOI
,QZKDWIROORZV,DLPWRLGHQWLI\GLVFRXUVHVWUDWHJLHVWKDWJHQHUDWHIRUFLEOHQHVVLQRUGHU
ILUVW WRVKRZKRZWKHVWUDWHJLHVPD\FUHDWHFRPSHOOLQJUHDVRQVIRUSHUVXDVLRQWKDWVXSSOHPHQW
WKHUHDVRQVSUHVHQWHGLQWKHGLVFRXUVHDQGVHFRQGWRVXJJHVWWKDWWKHVHQRUPVRIIRUFLEOHQHVV
HQFRPSDVVDQGVXSSOHPHQWORJLFDORULQWHOOHFWXDOIRUFHV
12506 2) )25&,%/(1(66 ,1 6+$:
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7RLOOXVWUDWHWKDWWKHIRUFLEOHQHVVJHQHUDWHGE\UKHWRULFDOVWUDWHJLHVPD\VXSSOHPHQWLQWHOOHFWXDO
IRUFHDQGDXJPHQWQRUPDWLYHSUDJPDWLFIRUFH,DQDO\]HDQGHYDOXDWHVHOHFWSDVVDJHVIURP$QQD
+RZDUG6KDZ
V µ)XQGDPHQWDO3ULQFLSOHVRI D5HSXEOLF¶7KH VSHHFKPDNHV DJRRGFDVH VWXG\
IRUWKUHHUHDVRQV)LUVW LW LVDFOHDUFDVHRIDFWXDOFRPSOH[DUJXPHQWDWLRQ6KDZGHOLYHUHGWKH
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VSHHFK²µKHU PDVWHUSLHFH¶²PDQ\ WLPHV RYHU WKH \HDUV LQ DQ DWWHPSW WR SHUVXDGH DXGLHQFHV
WR JUDQW ZRPHQ LQ WKH 8QLWHG 6WDWHV RI $PHULFD WKH ULJKW WR YRWH &DPSEHOO  S 
6HFRQGDVLJQLILFDQWGHJUHHRILWVIRUFLEOHQHVVPD\EHGHVFULEHGDVORJLFDOVLQFHPRVWRI6KDZ
V
GLVFXVVLRQLQYROYHVSRLQWLQJWRDSSDUHQWLQFRQVLVWHQFLHVLQRSSRQHQWV
SRVLWLRQV,QWKHRSHQLQJ
OLQHVIRUH[DPSOH6KDZQRWHV
ZRPHQDUHVWLOOWU\LQJWRSHUVXDGH$PHULFDQPHQWREHOLHYHLQWKHIXQGDPHQWDOSULQFLSOHVRIGHPRFUDF\DQG,
QHYHUTXLWHIHHODVLILWZDVDIDLUILHOGWRDUJXHWKLVTXHVWLRQZLWKPHQEHFDXVHLQGRLQJLW\RXKDYHWRDVVXPH
WKDWDPDQZKRSURIHVVHVWREHOLHYHLQD5HSXEOLFDQIRUPRIJRYHUQPHQWGRHVQRWEHOLHYHLQD5HSXEOLFDQIRUP
RIJRYHUQPHQWIRUWKHRQO\WKLQJWKDWZRPDQ
VHQIUDQFKLVHPHQWPHDQVDWDOOLVWKDWDJRYHUQPHQWZKLFKFODLPV
WREHD5HSXEOLFVKRXOGEHD5HSXEOLFDQGQRWDQDULVWRFUDF\S
7KH RSHQLQJ OLQHV DOVR FKDUJH RSSRQHQWVZLWK DGYDQFLQJ LUUHOHYDQW DUJXPHQWV  S 
7KLUGJLYHQKHUUHSXWDWLRQDVDQHIIHFWLYHDQGVXFFHVVIXOVSHDNHULQKHURZQWLPHDQGWKHFXUUHQW
VWDWXVRIWKHVSHHFKDVDQH[HPSODURIWKHDUWRIUKHWRULF/LQNXJHOS/XFDVS
ZHKDYHUHDVRQWREHOLHYHWKDWLWVIRUFLEOHQHVVWUDQVFHQGVWKHLPPHGLDWHRFFDVLRQ
7KHVSHHFKLVFRPSULVHGRIWKUHHPDLQVHFWLRQV)ROORZLQJWKHLQWURGXFWLRQ6KDZQRWHV
SDVWDQGSUHVHQW LQFRQVLVWHQFLHVEHWZHHQ$PHULFDQ LGHDOVDQGDFWXDOSUDFWLFHVDQG ODZV
SS  6KH WKHQ QRWHV LQFRQVLVWHQFLHV LQ WKH FRXUVH RI DQVZHULQJ SRVVLEOH REMHFWLRQV WR
IHPDOHVXIIUDJHIHPDOHLJQRUDQFHZRPHQDUHQRWIXOO\KXPDQSS)LQDOO\VKH
DQVZHUVDQWLVXIIUDJHDUJXPHQWV LQSDUWE\SRLQWLQJ WR WKHLU LQFRQVLVWHQFLHVSS
DQGWUDQVLWLRQVWRDSHURUDWLRQDJDLQVWZDUSS
7KHFHQWUDOLQFRQVLVWHQF\WKDW6KDZQRWHVLQWKHVSHHFKLVWKDWEHWZHHQ$PHULFD
VERDVW
RI D UHSXEOLFDQ IRUP RI JRYHUQPHQW LQ ZKLFK FLWL]HQV HOHFW UHSUHVHQWDWLYHV DQG WKH IDFW WKDW
ZRPHQFDQQRWHOHFWUHSUHVHQWDWLYHV6KDZSUHVHQWVWKHSRVLWLRQLQDORJLFDOIRUP
1RZRQHRIWZRWKLQJVLVWUXHHLWKHUD5HSXEOLFLVDGHVLUDEOHIRUPRIJRYHUQPHQWRUHOVHLWLVQRW,ILWLVWKHQ
ZHVKRXOGKDYHLWLILWLVQRWWKHQZHRXJKWQRWWRSUHWHQGWKDWZHKDYHLW:HRXJKWDWOHDVWWREHWUXHWRRXU
LGHDOVS
+HUHWKHVWUDWHJ\RIWKHGLVMXQFWLYHIRUPPD\EHH[SHFWHGWRSUHVVXUHDGGUHVVHHVLQSDUWEHFDXVH
DGGUHVVHHV GR QRW ZDQW WR DSSHDU LOORJLFDO 7KH LVVXH DW KDQG PDNHV WKLV GHVLUH SDUWLFXODUO\
UHOHYDQWEHLQJ ORJLFDO LV D VLJQ WKDWRQHRXJKW WRKDYH WKH ULJKW WRYRWH6KDZXUJHVDWWHQWLRQ
WR KHU DUJXPHQW RQ JURXQGV UHOHYDQW WR EHLQJ ORJLFDO µDQ\PDQZKR JRHV WR WKH SROOV RQ WKH
VHFRQGGD\RIQH[W1RYHPEHUZLWKRXWWKRURXJKO\LQIRUPLQJKLPVHOILQUHJDUGWRWKLVVXEMHFWLV
XQZRUWK\WREHDFLWL]HQRI WKLVVWDWHDQGXQILW WRFDVWDEDOORW¶S6KDZSURYLGHV
DUHDVRQWRDWWHQGWRKHUDUJXPHQWDWLRQ±QRWDWWHQGLQJWRLWPDNHVRQHXQILWWRFDVWDEDOORW±WKDW
VXSSOHPHQWVDUHDVRQFUHDWHGE\WKHORJLFDOIRUPRIWKHGLVFRXUVH±ORJLFDOIRUPLVDIDOOLEOHVLJQ
WKDWWKHDUJXHUKDVFDUHIXOO\WKRXJKWWKURXJKWKHSRVLWLRQDQGWKDWLWWKHUHIRUHGHVHUYHVDWWHQWLRQ
7KH ORJLFDO IRUPDOVRSUHVVXUHVDGGUHVVHHV WRDFNQRZOHGJH WKDW6KDZKHUVHOI LV ORJLFDO ,W LVD
IDOOLEOHVLJQWKDWVKHLVUHDVRQDEOHDQGWKHUHIRUHVKHDQGRWKHUZRPHQRXJKWWRKDYHWKHULJKWWR
YRWH
,IORJLFDOIRUFHVZHUHVXIILFLHQWWRJDLQDGKHUHQFHWRKHUWKHVLVWKHQWKHDUJXPHQWTXRWHG
DERYH RXJKW WR EH VXIILFLHQW %XW VKH DPSOLILHV DQG WKHRULVWV ZRUNLQJ IURP D QRUPDWLYH
SUDJPDWLFSHUVSHFWLYHGRQRWH[SODLQWKHDPSOLILFDWLRQDVVD\DFRQFHVVLRQWRDZHDNDXGLHQFH
DQGGRQRWGHOHWHLWLQUHFRQVWUXFWLQJWKHDUJXPHQWDWLRQ,QVWHDGWKH\DQDO\]HLWDVDVWUDWHJ\WKDW
FUHDWHVDGGLWLRQDO UHDVRQV IRUDGKHULQJ WR WKH WKHVLV:KDW VWUDWHJLHVGRHV6KDZXVH WRSUHVHQW
LQFRQVLVWHQFLHVDQGZKDWUHDVRQVDUHFUHDWHGE\WKHVHVWUDWHJLHV",ZLOOIRFXVRQDVWUDWHJ\ZKLFK
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PD\ EH YLHZHG DV RXWVLGH WKH VFRSH RI DUJXPHQW SURSHU DQG IRUZKLFK 6KDZ LVZHOO NQRZQ
KXPRUVHHDOVR&RQOH\
+XPRULQWKHVRXQG
+XPRULQWKHVRXQGLVRQHVWUDWHJ\6KDZXVHVWRDPSOLI\WKHSRVLWLRQWKDWZRPHQRXJKWWRKDYH
WKHULJKWWRYRWH&RQVLGHUWKHIROORZLQJDUJXPHQW
7KHGLIILFXOW\ZLWKWKHPHQRIWKLVFRXQWU\LVWKDWWKH\DUHVRFRQVLVWHQWLQWKHLULQFRQVLVWHQF\WKDWWKH\DUHQRW
DZDUHRIKDYLQJEHHQLQFRQVLVWHQWEHFDXVHWKHLUFRQVLVWHQF\KDVEHHQVRFRQWLQXRXVDQGWKHLULQFRQVLVWHQF\VR
FRQVHFXWLYHWKDWLWKDVQHYHUEHHQEURNHQIURPWKHEHJLQQLQJRIRXU1DWLRQ
VOLIHWRWKHSUHVHQWWLPHS

)URP RQH SHUVSHFWLYH WKLV PD\ DSSHDU WR EH DQ DUJXPHQW DG KRPLQHP 6KDZ DWWDFNV WKH
LQFRQVLVWHQF\RIµPHQRIWKLVFRXQWU\¶UDWKHUWKDQWKHSRVLWLRQWKDWZRPHQRXJKWQRWWRKDYHWKH
ULJKWWRYRWH2ULWPD\DSSHDUWREHDQH[SODQDWLRQUDWKHUWKDQDUJXPHQWDWLRQ±DQH[SODQDWLRQIRU
ZK\µPHQRIWKLVFRXQWU\¶LQFRQVLVWHQWO\GHQ\ZRPHQWKHULJKWWRYRWHDQGERDVWRIDUHSXEOLFDQ
IRUPRIJRYHUQPHQW7KHVHDFFRXQWVRIWKHSDVVDJHIRFXVRQWKHUHDVRQVJLYHQLQWKHGLVFRXUVH
$ QRUPDWLYH SUDJPDWLF SHUVSHFWLYH DVNV ZKDW UHDVRQV DUH FUHDWHG E\ WKH VWUDWHJ\ RI
KXPRUDQGWKHVWUDWHJLHVWKDWFRPSULVHWKHKXPRU",QWKLVFDVHWKHKXPRUVHHPVWRGHULYHIURP
ZKDW PD\ EH GHVFULEHG DV D VXUSULVLQJ GLVFRYHU\ WKDW WZR DQWLWKHWLFDO WHUPV±FRQVLVWHQF\ DQG
LQFRQVLVWHQF\±DUH FORVHO\ OLQNHG 7KH ZRUGV VRXQG VLPLODU DQG 6KDZ DPSOLILHV WKHLU VRQLF
VLPLODULW\ LQ WZR ZD\V E\ XVLQJ DGGLWLRQDO ZRUGV WKDW VRXQG VLPLODU WR HDFK RWKHU DQG
WR µFRQVLVWHQF\¶QDPHO\ µFRQWLQXRXV¶DQG µFRQVHFXWLYH¶DQGE\XVLQJSDUDOOHOLVPEHWZHHQ µVR
FRQWLQXRXV¶DQGµVRFRQVHFXWLYH¶:KDWUHDVRQRUUHDVRQVDUHFUHDWHGE\WKHVHVWUDWHJLHV")LUVW
VKRZLQJKRZHDV\ LW LV WR MRLQ LQFRQVLVWHQF\ZLWKFRQVLVWHQF\FUHDWHVDUHDVRQIRUDWWHQGLQJWR
KHUDUJXPHQWDWLRQ7KHVWUDWHJ\DFNQRZOHGJHVDQRSSRVLQJSRVLWLRQDQGVXJJHVWVWKDWLWLVHDV\
WRVHHZK\SHRSOHPLJKWKROGLW±WKDWLWLVHDV\WRFRQQHFWLQFRPSDWLELOLWLHV,QGRLQJVRLWRIIHUVD
SRVLWLYHLQGXFHPHQWWRDWWHQGWRWKHFDVHEHFDXVHLWDFNQRZOHGJHVWKHSRWHQWLDOUHDVRQDELOLW\RI
WKH RSSRVLQJ SRVLWLRQ 2WKHU WKLQJV EHLQJ HTXDO DUJXPHQWDWLRQ WKDW WDNHV LQWR FRQVLGHUDWLRQ
RSSRVLQJ SRVLWLRQV SUHVVXUHV DGGUHVVHHV WR DWWHQG WR LW WR GR RWKHUZLVH ZRXOG VHHP WR EH
XQFKDUDFWHULVWLF RI D UHDVRQDEOH SHUVRQ±RI VRPHRQH ZKR DLPV WR KROG DQ LQIRUPHG SRVLWLRQ
.DXIIHOG2IFRXUVH6KDZGRHVQRWPHDQ WR VXJJHVW WKDW WKH LQFRQVLVWHQF\ LV LQ
IDFWUHDVRQDEOH$VHFRQGUHDVRQWKHVWUDWHJ\FUHDWHVLVWKDWWKHWZRRXJKWQRWWREHFRQQHFWHG
WKH\ FRQQHFW LQ VRXQG RQO\±QRW LQ VHQVH7KXV WKH KXPRU KHUH JHQHUDWHV DPRPHQW RI VKDUHG
XQGHUVWDQGLQJ RU FRPPRQ JURXQG $XGLHQFH PHPEHUV ZKR µJHW¶ WKH KXPRU DUH SUHVVXUHG WR
DFNQRZOHGJH WKDW WKH\ DW OHDVW VKDUHZLWK WKH DUJXHU WKH VRXQG DQGPHDQLQJ RI µFRQVLVWHQF\¶
$UJXHUV ZKR VKRZ FRPPRQ JURXQG ZLWK DGGUHVVHHV RIIHU JRRG UHDVRQV IRU DWWHQGLQJ WR WKH
DUJXPHQWDWLRQWKHSUHVHQFHRIFRPPRQJURXQGDQGWKHHIIRUWRISRLQWLQJWRLWDUHIDOOLEOHVLJQV
WKDWWKHDUJXHULVWDNLQJLQWRDFFRXQWDGGUHVVHHV
LQWHUHVWV8QGHUWKHFLUFXPVWDQFHVWKLVLVDJRRG
UHDVRQ IRU DWWHQGLQJ WR 6KDZ
V DUJXPHQWDWLRQ EHFDXVH WR GR RWKHUZLVH ZRXOG VHHP WR EH
XQUHDVRQDEOHDQGUHQGHURQHXQILWWREHFDOOHGDFLWL]HQ
+XPRUDQGQDUUDWLRQ
6RPH RI WKH PRVW KXPRURXV HSLVRGHV LQ WKH VSHHFK FRPH DV 6KDZ SRLQWV WR LQFRQVLVWHQFLHV
LQ WKH DQWLVXIIUDJLVWV
 SRVLWLRQV 6KDZ LQWHQWLRQDOO\ DQG GHOLEHUDWHO\ KLJKOLJKWV DQWLVXIIUDJH
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LQFRQVLVWHQF\ FRPSDUHG WR VXIIUDJH FRQVLVWHQF\ 7KLV LV DSSDUHQW DV VKH EHJLQV WR FRXQWHU
DQWLVXIIUDJHDUJXPHQWV6KHQRWHVWKDWWKHDQWLVXIIUDJLVWV
FU\WKDWZHDUHVRFLDOLVWDQGDQDUFKLVWV-XVWKRZDKXPDQFDQEHERWKDWWKHVDPHWLPH,UHDOO\GRQRWNQRZ,I
,NQRZZKDWVRFLDOLVPPHDQVLWPHDQVDEVROXWHJRYHUQPHQWDQGDQDUFKLVPPHDQVQRJRYHUQPHQWDWDOO6RZH
DUHIHPLQLVWVVRFLDOLVWVDQDUFKLVWVDQGPRUPRQVRUVSLQVWHUV1RZWKDWLVDERXWWKHOLVW,KDYHQRWKHDUGWKHODVW
VSHHFKS
7RWKHDQWLVXIIUDJLVWV
LQFRQVLVWHQWFKDUJHV6KDZFRPSDUHVVXIIUDJLVWV
SRVLWLRQ
ZHKDYHEXWRQHEHOLHIEXWRQHSULQFLSOHEXWRQHWKHRU\DQGWKDWLVWKHULJKWRIDKXPDQEHLQJWRKDYHDYRLFH
LQWKHJRYHUQPHQWXQGHUZKLFKKHRUVKHOLYHVRQWKDWZHDJUHHLIRQQRWKLQJHOVHS
&OHDUO\VKHLQWHQGVWRKLJKOLJKWDQWLVXIIUDJLVWLQFRQVLVWHQF\DVDUHDVRQIRUQRWDGKHULQJWRWKHLU
WKHVLVDQGVXIIUDJHFRQVLVWHQF\DVDUHDVRQIRUDGKHULQJWRKHUV
%XW VKH GRHV QRW UHO\ RQ ORJLFDO RU LQWHOOHFWXDO IRUFLEOHQHVV DORQH &RQVLGHU DQRWKHU
H[DPSOHRIKXPRU±RQHEDVHGLQQDUUDWLRQ6KDZEHJLQV
,ZDVIROORZHGXSODVW\HDUE\D\RXQJPDUULHGZRPDQIURP1HZ-HUVH\6KHOHIWKHUKXVEDQGDQGKRPHIRU
WKUHHPRQWKVWRWHOOWKHZRPHQWKDWWKHLUSODFHZDVDWKRPHDQGWKDWWKH\FRXOGQRWOHDYHKRPHORQJHQRXJKWR
JRWRWKHEDOORWER[DQGVKHEURXJKWDOOKHUDUJXPHQWVRXWLQSDLUVDQGEDFNHGWKHPXSE\VWDWLVWLFV7KHDQWL
VXIIUDJLVWFDQJDWKHUPRUHVWDWLVWLFVWKDQDQ\RWKHUSHUVRQ,HYHUVDZDQGWKHUHLVQRWKLQJVRVZHHWDQGFDOPDV
ZKHQWKH\VD\µ\RXFDQQRWGHQ\WKLVEHFDXVHKHUHDUHWKHILJXUHVDQGILJXUHVQHYHUOLH¶:HOOWKH\GRQ
WEXW
VRPHOLDUVILJXUHS
2QHRIWKHLQFRQVLVWHQFLHV6KDZVXJJHVWVKHUHLVWKDWWKHDQWLVXIIUDJLVW
VSRVLWLRQ±WKDWZRPDQ
V
SODFH LV DW KRPH±LV LQFRQVLVWHQW ZLWK KHU DFWLRQV±OHDYLQJ KHU KXVEDQG DQG KRPH IRU WKUHH
PRQWKV6KDZGRHVQRWDSRVWURSKL]HWKH\RXQJZRPDQVFROGLQJKHUIRUKHUK\SRFULV\6KHGRHV
QRWKHUHH[SOLFLWO\FODLPWKDWWKH\RXQJZRPDQ
VDFWLRQVDUHLQFRQVLVWHQW,IZHUHFRQVWUXFWHGWKH
DUJXPHQWDWLRQZHZRXOGFHUWDLQO\EHMXVWLILHGLQDGGLQJDFODLPDORQJWKHVHOLQHV
%XWLIZHIRFXVRQWKHGLVFRXUVHDVDFWXDOO\SUHVHQWHGDQGRQWKHUHDVRQVFUHDWHGE\LWV
VWUDWHJLHV WKHQZHREVHUYH WKDWRQHVWUDWHJ\VKHXVHV LVKXPRU ,Q WKLVFDVH WKHKXPRUGHULYHV
IURPZKDWPD\ EH GHVFULEHG DV WKH VXUSULVH GLVFRYHU\ WKDW D ZRPDQ KDV OHIW KRPH IRU WKUHH
PRQWKVWRWHOOZRPHQWKDWWKHLUSODFHLVDWKRPH,IDXGLWRUVµJHW¶WKHKXPRUWKH\DUHFRPSHOOHG
WRDFNQRZOHGJHWKDWWKH\VKDUHFRPPRQJURXQGZLWK6KDZ6KDULQJFRPPRQJURXQGZLWK6KDZ
LVKLJKOLJKWHGE\WKHIDFWWKDWKHUUHSRUWLVDILUVWSHUVRQQDUUDWLYHLIDGGUHVVHHVDUHVXUSULVHGDQG
DPXVHGE\WKHDQWLVXIIUDJLVW
VDUJXPHQWVWKH\VHHZK\6KDZZRXOGKDYHEHHQVXUSULVHG6LQFH
WKHKXPRUGHSHQGVRQDXGLHQFHSDUWLFLSDWLRQDQGVKDUHGXQGHUVWDQGLQJ±WKHDXGLHQFHPXVWµVHH¶
IRU WKHPVHOYHV WKDW WKHLU H[SHFWDWLRQVKDYHEHHQYLRODWHG WKDWZKHQ WKH\KHDUDERXW DZRPDQ
ZKRKDVOHIWKHUKXVEDQGIRUWKUHHPRQWKVWKH\GRQRWH[SHFWWRKHDUWKDWVKHGRHVVRLQRUGHUWR
WHOO ZRPHQ WKDW WKHLU SODFH LV DW KRPH±WKH KXPRU FUHDWHV UHDVRQV IRU DWWHQGLQJ WR WKH
DUJXPHQWDWLRQ ,W RIIHUV LQFHQWLYHV RWKHU WKLQJV EHLQJ HTXDO LGHQWLI\LQJ FRPPRQ JURXQG DQG
LQYLWLQJSDUWLFLSDWLRQSUHVVXUHDGGUHVVHHVWRHQJDJHLQWKHDUJXPHQWDWLRQ$QLQYLWDWLRQWRVKDUH
LQ WKH VXUSULVH DQG DPXVHPHQW PD\ VHUYH DV D SRVLWLYH LQGXFHPHQW IRU DWWHQGLQJ WR WKH
DUJXPHQWDWLRQEHFDXVH LW LVDIDOOLEOHVLJQ WKDW WKHDUJXHU LV WDNLQJ LQWRDFFRXQW WKHDXGLHQFH
V
SRVLWLRQV DQG SHUVSHFWLYHV 'LVPLVVLQJ VXFK DUJXPHQWDWLRQ ZRXOG PHDQ WKDW DGGUHVVHHV DUH
PHPEHUVRIWKDWFODVVRISHRSOHZKRDUHQRWWKRURXJKO\LQIRUPLQJWKHPVHOYHVDERXWWKHVXEMHFW
DQGDUHWKHUHIRUHXQZRUWK\WRFDOOWKHPVHOYHVFLWL]HQVS
6KDZKHUH DOVR LQWURGXFHV WKH SRLQW WKDW WKH DQWLVXIIUDJLVW KDV VWDWLVWLFV WR EDFNXSKHU
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DUJXPHQWV DQG FUHDWHV DQ H[SHFWDWLRQ IRU KXPRU±D NLQG RI VHWXS IRU D MRNH :KHQ 6KDZ
REVHUYHVWKDWWKHDQWLVXIIUDJLVWFDQJDWKHUPRUHVWDWLVWLFVWKDQDQ\RWKHUSHUVRQVKHKDVVHHQDQG
XVHV GLDORJLVPXV±VSHDNLQJ DV DQG WKHQ UHSO\LQJ WR WKH DQWLVXIIUDJLVW±WR UHSRUW WKH µVZHHW DQG
FDOP¶DQWLVXIIUDJLVWVWDWHPHQWWKDWILJXUHVQHYHUOLHDQGKHUUHVSRQVHWKDWµWKH\GRQ
WEXWVRPH
OLDUVILJXUH¶VKHFUHDWHVUHDVRQVIRUDWWHQGLQJWRDQGDGKHULQJWRWKHWKHVLVRIKHUDUJXPHQWDWLRQ
7KHVWUDWHJ\VLPXOWDQHRXVO\LPPHUVHVDGGUHVVHHVLQDQGGLVWDQFHVWKHPIURPWKHDUJXPHQWDWLRQ
WKHUHE\FUHDWLQJDVSDFHIRUMXGJPHQW0DQROHVFXSS'LDORJLVPXVLPPHUVHVE\
FUHDWLQJDVHPEODQFHRID ILUVWKDQGH[SHULHQFHRIDQH[FKDQJHDQGGLVWDQFHVVLQFHDGGUHVVHHV
DUH QRW GLUHFWO\ DSRVWURSKL]HG WKH VWUDWHJ\ PDNHV WKHP ZLWQHVVHV %\ FUHDWLQJ D VSDFH IRU
MXGJPHQW GLDORJLVPXV FUHDWHV DQ LQFHQWLYH WR DWWHQG WR WKH DUJXPHQWDWLRQ RWKHU WKLQJV EHLQJ
HTXDODUJXPHQWDWLRQWKDWLQYLWHVMXGJPHQWFRPSHOVFRQVLGHUDWLRQEHFDXVHLWLVDIDOOLEOHVLJQWKDW
WKH DUJXHU DFNQRZOHGJHV DGGUHVVHHV
 FDSDFLW\ WR PDNH D MXGJPHQW 'LDORJLVPXV PD\ DOVR
SUHVVXUH DGGUHVVHV LQ D ZD\ VLPLODU WR D SUHVHQWDWLRQ RI HYLGHQFH VLQFH DGGUHVVHHV KHDU WKH
RSSRVLQJVLGH
VFODLPDQG6KDZ
VDQVZHUQRRQHFDQGHQ\KDYLQJKHDUG WKHSRVLWLRQVZLWKRXW
EHLQJVXEMHFWWRFULWLFLVPIRUO\LQJRULQDWWHQWLYHQHVV7KXVWKHVWUDWHJ\SUHVVXUHVDGGUHVVHHVWR
DWWHQGWR6KDZ
VUHVSRQVHWRWKHDQWLVXIIUDJLVWDQGWRDFNQRZOHGJHDVKLIWLQWKHEXUGHQRISURRI
+XPRUDQGFRQVHTXHQFHV
6KDZFRQWLQXHVE\PHQWLRQLQJVRPHRIWKH\RXQJZRPDQ
VDUJXPHQWVDQGQRWLQJWKDWWKH\DUH
LQFRPSDWLEOH
:KHQWKH\VWDUWRXWWKH\DOZD\VEHJLQWKHVDPH6KHVWDUWHGE\SURYLQJWKDWLWZDVQRXVHWRJLYHWKHZRPHQWKH
EDOORWEHFDXVHLIWKH\GLGKDYHLWWKH\ZRXOGQRWXVHLWDQGVKHKDGVWDWLVWLFVWRSURYHLW,IZHZRXOGQRWXVHLW
WKHQ,UHDOO\FDQQRWVHHWKHKDUPRIJLYLQJLWWRXVZHZRXOGQRWKXUWDQ\ERG\ZLWKLWDQGZKDWDQHDV\ZD\IRU
\RXPHQWRJHWULGRIXV1RPRUHVXIIUDJHPHHWLQJVQHYHUDQ\QDJJLQJ\RXDJDLQQRRQHFRXOGEODPH\RXIRU
DQ\WKLQJWKDWZHQWZURQJZLWKWKHWRZQLILWGLGQRWUXQULJKWDOO\RXZRXOGKDYHWRVD\LV\RXKDYHWKHSRZHU
ZK\GRQ
W\RXJRDKHDGDQGFOHDQXS
7KHQWKH\RXQJODG\XQIRUWXQDWHO\IRUKHUILUVWDUJXPHQWSURYHGE\VWDWLVWLFVRIZKLFKVKHKDGPDQ\WKH
DZIXOUHVXOWVZKLFKKDSSHQHGZKHUHZRPHQGLGKDYHWKHEDOORWZKDWDZIXOODZVKDYHEHHQEURXJKWDERXWE\
ZRPHQ
V YRWH WKH FRQGLWLRQV WKDW SUHYDLO LQ WKH KRPHV DQG KRZ GHHSO\ ZRPHQ JHW LQWHUHVWHG LQ SROLWLFV
EHFDXVHZRPHQDUHK\VWHULFDODQGZHFDQQRWWKLQNRIDQ\WKLQJHOVHZHMXVWIRUJHWRXUIDPLOLHVFHDVHWRFDUH
IRURXUFKLOGUHQFHDVHWRORYHRXUKXVEDQGVDQGMXVWJRWRWKHSROOVDQGYRWHDQGNHHSRQYRWLQJIRUWHQKRXUVD
GD\GD\VLQWKH\HDUQHYHUOHWXSLIZHHYHUJHWWRWKHSROOVRQFH\RXZLOOQHYHUJHWXVKRPHVRWKDWWKH
ZRPHQZLOOQRWYRWHDWDOODQGWKH\ZLOOQRWGRDQ\WKLQJEXWYRWH1RZWKHVHDUHWZRYHU\VWURQJDQWLVXIIUDJH
DUJXPHQWVDQGWKH\FDQSURYHWKHPE\ILJXUHVSS
+HUH6KDZDPSOLILHV DSRLQWZH VDZ LQ WKHSUHYLRXVTXRWDWLRQ DQWLVXIIUDJLVWVXVH VWDWLVWLFV WR
SURYHFRQWUDGLFWRU\SRVLWLRQV±ZRPHQZLOOQRWYRWHDQGZKHQWKH\GRKDYH WKHYRWHZLOOYRWH
DQGSURGXFHKDUPIXOFRQVHTXHQFHV ,QGRLQJVRVKHQRWRQO\GLVFUHGLWV WKHDUJXPHQWVEXWDOVR
WKHPHWKRGRI DUJXPHQWDWLRQ7KH LQFRQVLVWHQFLHV RIIHU UHDVRQV IRU EHOLHYLQJZRPHQRXJKW WR
KDYH WKH ULJKW WR YRWH EHFDXVH D SRVLWLRQ EDVHG RQ ORJLFDO LQFRQVLVWHQFLHV RWKHU WKLQJV EHLQJ
HTXDOGRHVQRW VHHP UHDVRQDEOH WKH IRUFLEOHQHVVRI WKHDUJXPHQWDWLRQ LVEDVHG LQSDUWRQ WKH
LQWHOOHFWXDORUORJLFDOSUHVVXUHLWJHQHUDWHV:HIHHOLQWHOOHFWXDOSUHVVXUHWRQRWEHOLHYHDSRVLWLRQ
GLVFUHGLWHGE\HYLGHQFH IRU D FRPSHWLQJSRVLWLRQ DQG WRQRW DFFHSW DUJXPHQWDWLRQ WKDWSURYHV
LQFRQVLVWHQFLHV$VZHKDYHVHHQWKHORJLFDOIRUFHKDVDSUDJPDWLFHOHPHQWLQWKLVFDVHORJLFLV
DVLJQWKDWWKHDUJXPHQWDWLRQGHVHUYHVDWWHQWLRQDQGWKDW6KDZGHVHUYHVWREHJUDQWHGVXIIUDJH
%XWKHUHDJDLQ6KDZGRHVQRWUHO\RQORJLFDOIRUFHDORQH
,QWKLVFDVHWKHKXPRUGHULYHVIURPWKHZD\VKHGLVFXVVHVFRQVHTXHQFHVRIWKHGLIIHUHQW
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SRVLWLRQV SURYHGE\ WKH DQWLVXIIUDJLVW
V VWDWLVWLFV7KH VWUDWHJ\RI GLVFXVVLQJ FRQVHTXHQFHV LV D
VLJQ WKDW 6KDZ FKRRVHV WR QRW UHO\ RQ LQWHOOHFWXDO IRUFHV DORQH :KLOH LQWHOOHFWXDO IRUFH LV
JHQHUDWHG LQDGLVFXVVLRQRIFRQVHTXHQFHV±ZHFDQ LGHQWLI\VWURQJHUDQGZHDNHUDUJXPHQWV IRU
SUHGLFWLRQV RI KDUPIXO FRQVHTXHQFHV DSDUW IURP FRQWH[W DQG EDVHG RQ WKH UHOHYDQFH DQG
VXIILFLHQF\RIHYLGHQFHIRUH[DPSOH±KHUHWKHVWUDWHJ\DOVRLQYROYHV6KDZDQVZHULQJRSSRVLQJ
DUJXPHQWV $QVZHULQJ RSSRVLQJ DUJXPHQWV QRW RQO\ FUHDWHV D UHDVRQ IRU DWWHQGLQJ WR 6KDZ
V
DUJXPHQWDWLRQ EXW DOVR IRUFHV D UHVSRQVH IURP DXGLWRUV DEDQGRQ WKH SRVLWLRQ RU SURYLGH
DGGLWLRQDO DUJXPHQWDWLRQ$UJXPHQWDWLRQ WKDW WDNHV LQWR DFFRXQW RSSRQHQWV
 SRVLWLRQVGHVHUYHV
DWWHQWLRQ EHFDXVH RWKHU WKLQJV EHLQJ HTXDO LJQRULQJ VXFK DUJXPHQWDWLRQZRXOG VHHP WRPDUN
DXGLWRUV DV XQUHDVRQDEOH±DV ZLOOIXOO\ UHPDLQLQJ LJQRUDQW 6XFK DUJXPHQWDWLRQ DOVR IRUFHV D
UHVSRQVHEHFDXVH WRGRRWKHUZLVH±WR LJQRUH LW±VHHPV WREHD IDOOLEOHVLJQRIZLOOIXO LJQRUDQFH
8QGHUWKHFLUFXPVWDQFHV±HVSHFLDOO\JLYHQ6KDZ
VFDOOWREHLQIRUPHG±WKLVLVXQUHDVRQDEOH
7RDGGUHVVWKHFRQVHTXHQFHVLGHQWLILHGDQGSUHGLFWHGE\DQWLVXIIUDJLVWV6KDZFRXOGKDYH
DQVZHUHG WKH DUJXPHQWV LQ D ZKROO\ VHULRXV IDVKLRQ 6KH FRXOG KDYH SRLQWHG WR HYLGHQFH RI
EHQHILWVRIZRPDQVXIIUDJHDQGWRHYLGHQFHWKDWZRPDQVXIIUDJHKDVQRWSURGXFHGWKHKDUPVRU
GHJUHHRIKDUPVFODLPHGE\DQWLVXIIUDJLVWV,QVWHDGWRDQVZHUWKHDUJXPHQWWKDWZRPHQZRXOG
QRWYRWH LI WKH\KDG WKHYRWH6KDZKXPRURXVO\ VXJJHVWV WKDW WKLV LV DJRRG UHDVRQ IRUJLYLQJ
ZRPHQWKHYRWHWKH\ZRXOGQRWKXUWDQ\ERG\DQGLWZRXOGEHµDQHDV\ZD\IRU\RXPHQWRJHW
ULGRIXV¶6KHKXPRURXVO\GHWDLOVWKHSRLQWQRPRUHVXIIUDJHPHHWLQJVQHYHUDQ\QDJJLQJQR
EODPLQJIRUWKHWRZQ
VZURQJVVRPHRQHWKH\FRXOGWHOOWRµJRDKHDGDQGFOHDQXS¶$GGUHVVHHV
ZKRµJHW¶WKHKXPRUZRXOGQHHGWREHDZDUHRIWKHVWHUHRW\SHV±VKDUHFRPPRQNQRZOHGJH±DQG
FRXOG HYHQ DFFHSW WKHP WR VRPH GHJUHH±D VLJQ WKDW 6KDZ GRHV QRW VLPSO\ GLVPLVV WKHVH
VWHUHRW\SHV EXW WDNHV DGGUHVVHHV
 SHUVSHFWLYHV LQWR DFFRXQW 7KH KXPRU LV DJDLQ EDVHG RQ WKH
VXUSULVLQJGLVFRYHU\WKDWVRPHRQHILJKWLQJIRUVXIIUDJH±DQG6KDZZDVZHOONQRZQIRUKHUORQJ
DQGDUGHQW ILJKW±ZRXOGDFFHSW WKHSRWHQWLDOFRQVHTXHQFH WKDWZRPHQZRXOGQRWYRWHDQG WKDW
VKH ZRXOG DFFHSW GHURJDWRU\ YLHZV RI ZRPHQ 6LQFH 6KDZ
V UHVSRQVH YLRODWHV VKDUHG
H[SHFWDWLRQVWKHKXPRUDJDLQSURYLGHVDUHDVRQIRUDWWHQGLQJWRKHUDUJXPHQWDWLRQµJHWWLQJ¶WKH
KXPRULVDIDOOLEOHVLJQRIFRPPRQJURXQGDQGLWLVUHDVRQDEOHWRHQJDJHLQDUJXPHQWDWLRQZLWK
VRPHRQHZLWKZKRPDXGLWRUVVKDUHFRPPRQJURXQG
6KDZ DJDLQ XVHV WKH VWUDWHJ\ RI KXPRU WR DGGUHVV WKH DQWLVXIIUDJLVW
V DUJXPHQW WKDW
KDUPIXOFRQVHTXHQFHVZLOOUHVXOWIURPZRPHQYRWLQJ+HUHWKHKXPRUPD\EHUHFRQVWUXFWHGDV
SDUWRI D UHGXFWLRDGDEVXUGXP LIZHDVVXPH WKDW WKHDQWLVXIIUDJLVW
VSRVLWLRQ LV WUXH WKHQZH
ZRXOGKDYHWRDFFHSWWKDWZRPHQZRXOGIRUJHWWKHLUIDPLOLHVDQGVRRQ$JDLQ6KDZFRXOGKDYH
DGGUHVVHGWKHDQWLVXIIUDJLVW
VFKDUJHVLQDZKROO\VHULRXVIDVKLRQ3HUKDSVVKHFRXOGKDYHDUJXHG
WKDWZRPHQ
VYRWHGLGQRWFDXVHWKHµDZIXOODZV¶WKDWZRPDQVXIIUDJHKDVLPSURYHGFRQGLWLRQV
LQWKHKRPHWKDWLQDQ\FDVHKRPHVKDYHQRWEHHQQHJOHFWHGDQGDEDQGRQHG+HUSRVLWLRQVHHPV
WR H[FOXGH WKH SRVVLELOLW\ RIPDNLQJ VRPH RI WKHVH DUJXPHQWV EHFDXVH VKH DUJXHV DJDLQVW WKH
DQWLVXIIUDJLVW
V XVH RI VWDWLVWLFV DQG EHFDXVH PDNLQJ WKH DUJXPHQWV ZRXOG LQYROYH VXSSO\LQJ
VWDWLVWLFVRUWDNLQJWKHDQWLVXIIUDJLVW
VVWDWLVWLFVVHULRXVO\6KDZFUHDWHVDQH[SHFWDWLRQIRUKXPRU
ZKHQVKHVD\VWKDWµZRPHQDUHK\VWHULFDO¶+HUHVKHFDOOVRQWZRNLQGVRIVKDUHGNQRZOHGJHWKH
VWHUHRW\SHRIWKHK\VWHULFDOZRPDQH[LVWVDQGKHUVSHHFKWKXVIDUSURYLGHVHYLGHQFHWKDWQRWDOO
ZRPHQDUHK\VWHULFDO7KH VKDUHGNQRZOHGJHQHFHVVDU\ IRU µJHWWLQJ¶ WKHKXPRU DVZHOO DV WKH
HYLGHQFH FUHDWHG E\ DXGLWRUVZLWQHVVLQJ 6KDZ
V VSHHFK EHFRPH UHDVRQV IRU EHOLHYLQJ WKDW KHU
DUJXPHQWDWLRQ GHVHUYHV DWWHQWLRQ DQG WKDW ZRPHQ RXJKW WR KDYH WKH ULJKW WR YRWH:K\ GRHV
6KDZ¶V DUJXPHQWDWLRQZRUN"1RW EHFDXVH DGGUHVVHHV GR QRW EHOLHYH WKH DEVXUG FRQVHTXHQFHV
WKDWZRPHQZLOOWKLQNRQO\RISROLWLFVIRUJHWWKHLUIDPLOLHVFHDVHWRFDUHIRUFKLOGUHQDQGORYH
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KXVEDQGVYRWHWHQKRXUVDGD\GD\VHDFK\HDUDQGQHYHUUHWXUQKRPHIURPWKHSROOV1RU
EHFDXVH WKH\EHOLHYH WKDW6KDZRU WKHDQWLVXIIUDJLVWEHOLHYHV WKHVHFRQVHTXHQFHVZLOORFFXU ,W
ZRUNV EHFDXVH WKH KXPRU FUHDWHV UHDVRQV IRU DWWHQGLQJ WR 6KDZ
V DUJXPHQWDWLRQ DQG IRU
DDFHSWLQJWKHSRVLWLRQWKDWZRPHQRXJKWWRKDYHWKHULJKWWRYRWH7KHKXPRULVQRWDQDX[LOLDU\
DSSHDOEXWFHQWUDOWRWKHDUJXPHQWDWLRQSURSHUDQGLWVIRUFLEOHQHVV
&21&/86,216
:HFDQQRZVXPPDUL]HKRZDQRUPDWLYHSUDJPDWLFSHUVSHFWLYHPD\H[SODLQ VLWXDWLRQVZKHUH
ORJLFDORULQWHOOHFWXDOIRUFHDORQHLVLQVXIILFLHQWIRUSHUVXDVLRQRUHYHQDGLVLQFHQWLYHWRDGKHUH
WRD WKHVLV)LUVW DGGUHVVHHVQHHG UHDVRQV WRDWWHQG WRDUJXPHQWDWLRQ+XPRU LVD VWUDWHJ\ WKDW
FDQFUHDWHVXFKUHDVRQV,WPD\VHUYHDVDIDOOLEOHVLJQWKDWDUJXHUDQGDGGUHVVHHVVKDUHFRPPRQ
JURXQGDQGWKDWWKHDUJXHUKDVFDUHIXOO\FRQVLGHUHGRSSRQHQWV
LQWHUHVWVDQGSHUVSHFWLYHV7KHVH
UHDVRQVDUHH[FHSWLRQDOO\IRUFLEOHLQFDVHVZKHUHDWWHQGLQJWRDUJXPHQWDWLRQLVDSUHUHTXLVLWHIRU
SHUIRUPLQJZHOO±LQ WKLVFDVH IRUSHUIRUPLQJJRRGFLWL]HQVKLS±EHFDXVH WR LJQRUHDUJXPHQWDWLRQ
WKDWH[KLELWVWKHVHTXDOLWLHVZRXOGPHDQWKDWRQHLVQRWDJRRGFLWL]HQ
6HFRQGDGGUHVVHHVQHHGFRQFUHWHUHDVRQVIRUEHOLHI,WLVDQROGFRPPRQSODFHWKDWORJLF
LV LQVXIILFLHQWIRUSHUVXDVLRQ±WKDW WRSHUVXDGHRQHDOVRQHHGVUKHWRULF7KLVVWXG\VXJJHVWV WKDW
VXSSOHPHQWLQJORJLFZLWKUKHWRULFLVQRWVLPSO\DFRQFHVVLRQWRKXPDQZHDNQHVVRUDUHFRJQLWLRQ
WKDWDUJXPHQWDWLRQDSSHDOVWRµWKHZKROHSHUVRQ¶3HUHOPDQSVHHDOVR*LOEHUW
SS   5KHWRULFDO VWUDWHJLHV FDQ FUHDWH UHDVRQV IRU DGKHULQJ WR D WKHVLV DQG WKH
IRUFLEOHQHVVRIWKHVHUHDVRQVLVEDVHGLQQRUPVRIDUJXPHQWDWLRQDVGHYHORSHGDQGPDLQWDLQHGE\
WKHSUDFWLFHRIDUJXPHQWDWLRQLQVSHFLILFVLWXDWLRQV)URPWKLVSHUVSHFWLYHWKHUHDVRQWKDWORJLFDO
RU LQWHOOHFWXDO IRUFLEOHQHVV DORQH LV QRW SHUVXDVLYH PD\ QRW EH EHFDXVH WKH UHDVRQV LQ WKH
GLVFRXUVH DUH LQVXIILFLHQW 5DWKHU WKH\ PD\ QRW RIIHU VLJQV WKDW DGGUHVVHHV
 SRVLWLRQV DQG
SHUVSHFWLYHV KDYH EHHQ WDNHQ LQWR DFFRXQW IRU H[DPSOH RU WKDW DUJXHU DQG DGGUHVVHHV VKDUH
FRPPRQJURXQG ,Q IDFW LQWHOOHFWXDO IRUFLEOHQHVV DORQHPD\ EH D IDOOLEOH VLJQ RI WKH RSSRVLWH
DQGDVVXFKPD\FUHDWHDGLVLQFHQWLYHWRDWWHQGWRDUJXPHQWDWLRQRUDGKHUHWRDWKHVLV
,QVXPDQRUPDWLYHSUDJPDWLFSHUVSHFWLYHKHOSVWRH[SODLQZK\LWLVUHDVRQDEOHIRUORJLF
DORQHQDUURZO\XQGHUVWRRG WRQRWSHUVXDGHEHFDXVH LWKLJKOLJKWVSUDJPDWLF IRUFHVDWZRUN LQ
WKHDUJXPHQWDWLRQWKDWFDQQRWEHVHSDUDWHGIURPDXGLHQFHDQGFRQWH[W3XWGLIIHUHQWO\QRUPVRI
IRUFLEOHQHVVDUHQRWRQO\ORJLFDOEXWDOVRSUDJPDWLF
5()(5(1&(6
$ULVWRWOH 2Q5KHWRULF$7KHRU\ RI&LYLF'LVFRXUVH WUDQV*HRUJH$.HQQHG\2[IRUG8QLYHUVLW\3UHVV
1HZ<RUN
&DPSEHOO.DUO\Q.RKUV0DQ&DQQRW6SHDN IRU+HU$&ULWLFDO6WXG\RI(DUO\)HPLQLVW5KHWRULFYRO 
3UDHJHU:HVWSRUW&7
&RQOH\7KRPDVµ:KDW-RNHV&DQ7HOO8V$ERXW$UJXPHQWV¶LQ:DOWHU-RVWDQG:HQG\2OPVWHGHGV$
&RPSDQLRQWR5KHWRULFDQG5KHWRULFDO&ULWLFLVP%ODFNZHOO3XEOLVKLQJ0DOGHQ0$SS
YDQ (HPHUHQ )UDQV +  µ$UJXPHQWDWLRQ 6WXGLHV
 )LYH (VWDWHV¶ LQ -RVHSK : :HQ]HO HG $UJXPHQW
DQG &ULWLFDO 3UDFWLFHV 3URFHHGLQJV RI WKH )LIWK 6&$$)$ &RQIHUHQFH RQ $UJXPHQWDWLRQ 6SHHFK
&RPPXQLFDWLRQ$VVRFLDWLRQ$QQDQGDOH9$SS
YDQ(HPHUHQ)UDQV+µ7KH6WXG\RI$UJXPHQWDWLRQDV1RUPDWLYH3UDJPDWLFV¶7H[W
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